- SETTLEMENT AGREEMENT

"L Parties | f
This Settlement 'Agreernent (“Agreement”) ié eritered into between the State of Arizona and
the defendant Walgreen Co. and its afﬁli.ates and - subsidiaries, (See Exhibit A attached)
. (Achalkgreens”), actirrg through their authoriied representatives thereinaﬁer r_eferred to as “the
| Parties”)_.' |
IL _. Preamble_ o
. Asa pré.amble to this Agreement,'_the Parties agree to the following:
A, Walgreen_ Co.. is an. Illinois corporatiorl headquartered in 'Deerﬁeld, Illihois.' '
Walgreens is a nati'onwide retail pharrrlacy chain with over 5,000 storee in48 .states' and Puerto Rico.
B . Relator Bernard Lisitza is anvindividual resident of the State of Illinois On January
31, 2003 Relator filed a quz tam actlon Im the United States Dlstrlct Court for Northem DlStI'lCt of 2
Illinois captloned United States et al ex rel Bernard Lzsztza . Walgreens Co No. 03 C 744
(heremafter “the Civil Actlon”).‘ N .
.C. The State of Arizona contends that Walgreens subrﬁitted or caused to be _submrtt'ed
| claims for payment to the State of Arizo_r_ra’é Medicaid Pro’grar_n‘ (“Medicaid”), 42 US.C. §§ 1396-. '. |
6. - o | ” B
| | _D. | v' 'T_he State o'f.A'r.i.zorla'_co.nterrds that it has certain c1v11 and.admin.istrativernonetary o
'_ claims as speciﬁed in suhparagraphsi ii, and iii- 'a.gainst Walgreens for"en.gag.ing in the following
.conduct (heremafter referred to as the “Covered Conduct”) | |

i From July 1, 2001 through December 31, 2005 Walgreens 1mproper1y_'_

switched its Medicaid pat1ents who were prescr1bed Ranitidine (generlc Zantac) 150 mg or 300 mg : : N




tablets or a prescription that d.idnot specify a dosage form to the capsule form of the drug. This
_ switch occurred because of Fed_eral Upper Limits (“FULs”) that had been placed on the tablet form
of Ranitidine by the Centers for Medicare and Medicaid Services (“CMS”).

L | / From August 1, 2001 through December 31, 2005, Walgreens 1mproperly )
sw1tched its Med1ca1d pat1ents who were prescrrbed Fluoxetrne (gener1c Prozac) 10 mg or 20 mg
capsules or a prescription for those drugs that did not specify the dosage form to the tablet form of
the drug. |
| -. i.ii... From luly. 1, 2001 through.Decemherjl,. 2005, Walgreens meroperly switched its .
Med.icaid patients. vyho were prescribedSelegiline (generic Eldepryl) Smg tablets ora prescription |

- for those drugs that did not specify. the dosa‘ge form. to the capsuleform of the drug. : |
| E. The State of - IICOntends that as a result of engaging in this switching behavior as:
descrlbed in D(1)(11)and (111) Walgreens rece1ved re1mbursement amounts from Med1ca1d that were
.'hlgher than' it was ent1tled to receive. - | |
F. ,Thils Settlement Agr'eement' is not an admiss_i'on of liahility l)y Wa_lgreens, nor is it
evidence of any Valid. claim; Walgreens denies thekState’s contentions including the contentions that |
it drspensed improper dosage forms of any prescr1ptlon drug and that it did so because of the |
existence of aFUL for any drug product Walgreens also.denies that it has any llablllty to the State'_
for the Covered Conduct. Nothmg in thrs Settlement -Agreement nor any consideration exchanged
: pursuant to this.'Sett‘lement Agree_ment shall be construed as an a_dmi'.ssio.n or ﬁndmg of liability or _: :
_ wrongdomg by Walgreens | |
G. Walgreens is concurrently entermg 1nto a separate settlement agre’ement (here1nafter _

referred to as the “F ederal Settlement Agreement and Release”) w1th the Un1ted States Department -



| df Justice (hereinafter referred to as the “United States"’) which will be receiving settlement funds
from Walgreens pursué.nt to l?aragraph l(a) below for the Covered Conduct deserihed in Paragraph D"
above.’ | . | |
H. To aveid the delay, uncertainty, inconvenience, and expense of protracted litigation of
the above Claims, the Parties reach a full and ﬁnal settlement pursuant to the Terms .and Conditions

below. |

II1. Terms and Conditidns
o O ﬂWalgreens-agree_s to.pay _to__the United States and the states which will be receiving .
settlement funds pursuant to this paragraph (“the Participating States’_’) eollectivel)i $35 million (the
“Settlement A.mount”)...‘ The Settlement Amount is toilbe paidi tcl)the United States and the
Partrcrpating States as follows. . |
| " a. | Walgreens and the United States agree that the sum of $18 584 972 62._. .
represents the Federal Share (the “Federal Settlement Amount’ ) Walgreens agrees to pay the
| Federal Settleme_nt Amount to the United States by ele(_:tronic' funds .transfer’plirs'nant to written
instructions to be provided by. the-_U..S. Attorney’s .Office for the Northem District .of lllinois'.
Walgreens agrees to make this electronic funds transfer no later than lQ days from the Effective_ Date

of the Federal Settlement Agreement and Release

b. Walgreens and the Participating States agree that the sum of $ 1 6 4 l 5,027. 37 o

represents the Participating States’ share (the “State Settlement Amount’ ) under terms and '
_ conditions agreed upon by Walgreens and the Participating States (the “State Settlement :
) ‘Agreements ) Within ten busmess days from the execution of the State Settlement Agreements by'

~all of the Participati_ng States, or at any earlier date as otherwrse agreed_ in'writing between



* Walgreens :ahd the National Asso_ciati_on of Medicaid Fraud Contrbl Utlits; Negotiéting Team
(“NAMF_CU__”), Walgreens shai_l transfer the State Settlement Atnount to an Iaecount designated b)l/
NAMFCU fer distrivbut_ienl te the Participéting States. o

-. e The tet‘al portion _of the Settlement Ameunt paid by Walgreens in eettlement
| for the Covered Conduet te the State ot Arizona 1s $1,069,941 96, consisting ofa portion paid to the
State of Arizena.un_der this agreement and another poftion paid to the federai government as partof
the Federal Settleme'nt Agreement and Release. The individual portien of the State Settlement
Amount él—tecable t.o.. the-St.ate‘of Ar:.ixzon.,a_ :under_ this ag;eement is the sum of $314,089.46.
.d. Cotltingent upon the P.articipating States receivirtg the State Settlement. ,
Amoun_t from Wélgreens and as soon as feesible after receipt, the Participeting States atgree to pay

1 ,844,377.2_8. to Reléto; by ele_ctronic funds transfer pﬁrsuant t0 _instfuctie’ﬁs proyided by Counsel

for the ]ielator, Michael I. Behn of Behn & Wyetzner, .Chaftered. = ' -

2. . Subject to the ekceptioﬁs in Peragraph..3 below, it _cottsideration_ of the obligations of

- Waigreens in. thie Agreerrtent, cBndi.tienedu:pon. Welgreens_’ full :payment ef the Federal and State' :

Settlement Atnounts, the State of Afizena on behalf of itself, ite' officers, agents, vagencie.s, and.

departmehts, .agrees to release Walgreens atld i_ts.current end ferrner directors, officers, empleyees-,

o .'artd ageﬁts from any civil or adr.n.inietr.atiye 'mor_letaryvcl_ai_r.n the State of Arizona tlas or .maty have for

' the Covered VConduct._* o e | | | .

_ 3;. _ Notwithstendirtg any tet'rn ef this Agreement, the S.ta.te. of Arizen_a.speciﬁcelly does

.. rtot_ rellease.valny persoﬁ.o'r" entity from any of the followihg 'elaims of_liabiltties: a. any 'civil, criminat, .
of adtﬁihistretive lieBility arising under State of Arizena re\}enue codes;-.:b.;v any criminal 11ab111ty, c 3

) any ci\'l/il‘or administrative liability not covered by this release that Wal green_s has or may have under"



any state statute, reguiation, cir rule;. d. any liability to tiie Staie of Arizona (or its agencies) for any
conduct other than the Covered Conduct; e. any lieibility based iipon such obligations as are created
- by this Agreemerit; f. except as expiicitly étatéd in this agreement, any administrative liability,
iricluding mandatory exglusion frcim the State of Arizona’s Medicaid Progrém; ~ and g. any claims
for p'ersonéil injury Ior property damage or for other consequential daniages related to the vaered
Conduct. | |
4. ._ Inv consideration of the obli gatic')_ns of Wal greens in this Agreerhent and the Corporate -
Integrity A-gr,é&inent -(-“C_IA?’j gnteréd into.between O_.I_G-HH.;S_“and Walgreens, andlconditioned. upon
A ,Wai gréens’ full payrrient of the Féder_al anci State Settlement Amounts, the. State 'o.f Arizona agreeé to
release and refrain fiom instituting, directing, or maiiit_aining. aiiy édminis’iraﬁve action.seeking
éxclusioni from the. State of Arizona’s Medicaid Program, excebt as reservéd_ iri ParagraphIB, for tiie |
vaered Conduct. Nothing in thils Agr_eefrierit p'r.e.cliu:des the State .of Afizoria'fioin taking action ..
aéainst Wal greens in the event th..at Wal greené i§ éxcludéd by the federal govéfnnient,_or for conduct
énd pracitices_ othéi than the CQiiered Conduct. The Médicaid Fraud Coriirol Unit foi the Stat¢ i)f
Arizona further agrees to refrain from recommending, causingu or atteiilpting to cause any
' administrative actiori or sanct'ion,-including. debarmerit,' by any other governmental agency of the. :
State of Arizona for the C_overed Conduct. The State of Ariz_cina does.not haii/e the authority to |
¥ fgléase Walgreens frorn.any claims or actions'which may be aésér_ted by pri:vate paslérs or insiirers,. _
inéluding those that are paid by .astate.’s Miedi.caid Program on a capitated -bas_is.' R
5. Walgreens Waivesland Ishaﬂ not gésert -any defenses Wa_lgreens may haive- to any .
crimirial prosecution or admiﬂistratiize_ actioii for the Covered Condiict that is based in wh_ole'. or

. in-part on a contention that, 1in_dei the Double Jébpardy Clause in the Fifth Amendment of the



Constitution, or under the Ex;:essive fines. Claqse in the Eighth Amendment of the Consti_tution, this
Agreemerit bars a. remedy s}bught in s_uéh criminél prosecution or administrétiize action; however, éll :
other defenses that Walgreens may have are not waived. Nothing in this Paragraph or any other
, pro§ision of this Agr’eement cohstitut_és an agreement by the State of Arizqna bconcerning the
characterization of the Sbet.tlem.ent Amount for purposes of state'revenﬁe >1aws.

- 6.~ Walgreens fully and finally releases the State >of Ariz_ohé, its agencies, employees,
servants, and agents from any claims (including.étto.rney’.s fees, costs, and expenses of every kind |
- and however denominated)-thét,Walgrcens has as_é_c;ted, cquld_ha‘fg. élS_S»,CIt,A.Ved,_. or.may assert in the
fu_ture agaiﬁét the State of Arizona, its ag'_encies,.employees, servants, and agents., for fhe Covered
Cbnduct and the State of Afizpna’é investigatioﬁ and prosecution' of the C_overed Conduct.

7. The Settlement Amount shall not be de¢reased asa ;esult of the denial of claims for
payment ndW'being 'Withheld'from.payrrlle.rlt by the Staté of Afizong’s: Medicaid Progrérﬁ or other .
‘ 'st.ate p_ayer fof the Covered Conduct; and FWa‘;lgreex.lsl s‘hall not resubmit__ to the St:ate bf A_ri‘zoria’s )
N 'Médiélaid Pr.o.gram,_ or ény state “péyér any pr_éviouﬂy deniéd c_l_aims. for the Covered Conduct, and
sball not appeal any such denials of cléims.' |
8. The State of _Arizoha agrees to dismiss with prejudice aﬁy lawsuit specifically as to
Waigreens, includi.ng_ any. cjui tam “whistl.eb.lqw.er” lawsuit, m which the state has inteﬁenéd and/or‘
'. | ha_sithe ‘authorit'y to diSmiss,‘ cﬁ_rrently pehding égaihst Walgreens 1n thé cour£s of the State of.
Arizona or in Federal Court, fof the CoVéreci Conduét. o

9. Walgreens agree.s to éoo.peréte. fully aﬁd .truthﬁllly With the State of Arizoné’s,} -

.i.nveét.igation_re.latéd to the Cov.ered.Cor'ldnl.lct. of individuals and entities not released in this

o 'Agre'ement, Upon reasonable notice, Walgfe_ehs shall encourage, and agrees not to impafr the .



cooperation of its directors, officers, and employees,_ and shall use its best efforts to make
| available, and encourage the cooper_atioii of former directois, ofﬁcers, and employeeé for
interviéws and testimony, qonsistent with the rights aiid i)rivileges of such individuals. Upon
reaéonable request, Walgreens agrees toi fuinish to the State of Arizona complete and unredacted
copies of all docuinents, reports, memoranda of interviéws, and records in iis possession,
custiidy, or control concerning any investigation of the Covered Conduct that it has undertaken,
or that has been pér_forrried by its counsel or other agerit, unless such material is covered bya
valid claimof\pri_viiege. I SR e e
10. E)icept as provided herein, this Agreement is intended ti) be for the beneﬁtiof the
| Parties only. | o |

“11.  Walgreens waives and shall not _seek paynicnt for any of the health cérg billings

covered by this Agree.méntk from any heallth.care berieﬁgiarie.s iir their parents, sponsors, legally‘ .
responsibie individuals, or third party payers baséd (uijon ihe kclaims defined as Covereci Conciuct; '

| 120 ._Wailgreens warrahts that it has reviewed its ﬁnéricial situation_and that it currently is
solveni,within the meanin.g of 11 U.S.C. §§ 547(b)(3) ani_l 548(a)(1)(B)(i1){I), and shall reniain |
solveni fpllowing paynient to t}ie 'Un.ited States and the Participating Statesr of the Settlement |
Amount. | Further, the Parties warrant that,. in ev’éluating ‘whe.ther to ‘exe'cute' this Agieement, ihey (@
have. iiiténded fhait the muiual :promisés, éb\}eiiants, -and i)bligatibns set fi)rth ~. c.onstitut'e a
coniemporaneoiis exchange for new value given io Waigrc;,ens, withiri the meaningiolf 11 USC§
' 547(&)(1); and._(b) cloncllude that these irm_tual promiis,es, covénanfs; and obligations do, in fa'cf,_‘ o
poristitute quh a contemporaneous .exchange. V_Furth’er, the Parties warrant that the _mutiiai iiromises_,

covenants, and obligations set forth herein are intended to and do, in fact, rebrese‘nt.a reasonably



| e‘quivalent‘ exchange of yalne' that is.net intended to hinder, deiay, or defraud any entity that
‘W‘aigreens was or becéme indebted to on or after the date of this transfer, within the meaning of 11.
U.S.C. § 548(a)(1). - |

13. - Inadditionto ail other payments and responsibilities under this agreement,‘Walgreens
agrees to pay all reasonable traivel costs and expenses for the NAMFCU Team in an. amount not to
exceed $10,000.00. Walgreens will pay this amount by separate cheek or wire trans_fef made payable
to the :National Association of Medicaid Fraud Control Units after the Participating. States execute
.- this agreement or as.otherwise a.greec.i by the parties. . .

14. - Walgieens represents that this_Agreement is freely and volnntarily entered into
"without any degre'e of duress or cdm_pulsion whetsoever. : |

15. . This Agreement is geverned by the i_awéof the State of Arizena_. This Agteement -

eenstitntes the complete agreement betwe_en thePa_rtie's: ~This_ Agreement may not be amended: _

: exeent b}i written eensent of the Paftiés. . | |
7 ’, )1 6. ._ ~The individuals s‘igning this.Agreement on behalf of Walgreens represent and warrant o
- that theyr are .authorize'd by Waiigreens to e'xeeute this Agreer_nent.. The individuals signing this
Agteernent on b_ehalf of the 'State of Airizona represent and warrant that they are signingthis
Agreement:in their efﬁciel capaeities and. are éutherined by the State of Arizona to execute this
’Ag.ree.me'nt... 1 | |

17'..~ '. This_ "Agreement rnay be eXec'utec.l in- 'co_unte.rpar_ts, each of whieh conStitutee an
. __ '5;1g1h51 and _/all of which constitute .Qne.and the eatne Agreement. ' |
18 "i"his Agteeinent is.b.inding on and‘ inures to the beneﬁt IOf Walgreens’ suc.cessorrs.,'

. transferees, heirs, and assigns.



19. Ail Parties con.sent. to the disclpsure of this Agreemeht, and information about this
: Agreement, to ‘the public. : |

20, Thi.s‘ Agreement is eff¢cti.ve on the d_ate. of signature of the last signatory to the |
'.Agreem'ent (Effective Date of ﬁhis Agreement). F acsimﬂes of sigﬁatures shall constitute acceptable,

binding signatures for purposes of this Agreement.



- STATE OF ARIZONA

DATED:_Ap:l 17,3078 BY%

: ’ L State of Arfzona
o ' + Office of the Attorney General

Medicaid Fraud Control Unit

'DIRECTOR
PROGRAM INTEGRITY -

 DATED:fpri 3, 2000 BY: \ ,
ced e R ~ ... . Stateof Arizona. .
' Medicaid Program -

00



. DATED:

DATED:

Walgreen Co. - DEFENDANT -

BY:

BY:

‘DANA L. GREEN

Senior Vice President _
General Counsel and Corporate Secretary

“Walgreen Co. '

FREDERICK ROBINSON
Fulbright & Jaworski L.L.P.
Counsel for Walgreen Co.

11



Wélgrééri Co.

Bond Drug Co. Of Illinois, LLC
.Wlal'green Hastings Co.. -
Walgréen Eastern Co.

Walgreen Louisiana Co.

EXHIBIT A

~Walgreen Arizona Drug Co.

~ Happy Harry’s, Inc.

Wéllgreen of Puerto Rico, Inc.

- Walgreen of San Patricio, Inc.



